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CONTACT IN JAPAN
Crayfish Co., Ltd.
Amane Horiuchi
Chief Executive Officer
ir@crayfishco.jp
+81-3-5957-0644

Crayfish Announces Interim Results For the 2nd Quarter
Ended March 31, 2002
of the Fiscal Year Ended September 30, 2002 (FY02)

Tokyo/NewYork, May 9, 2002 — Crayfish Co., Ltd. (NASDAQ: CRFH; MOTHERS: 4747) (hereinafter
the “Company”), a provider of e-mail hosting services (service-mark “DESKWING”) and other
Internet-related services for small and medium-sized enterprises (“SMEs"), today announced the resuits
of its operations for the 2nd quarter ended March 31, 2002. All figures are unaudited and prepared in
accordance with accounting principles generally accepted in the United States (US GAAP) for interim
financial information.

2Q/FY02 Financial Highlights

For the three months ended March 31, 2002 and 2001

(IPY) OPY) Us$)

2Q/FY02 2Q/FY01 20/FY02

Total revenues 735 1,684 5,541
Income (bss) from operations 235 91 1,773
Net income (loss) 280 (580) 2,111
Net income (loss) per share - basic 27,322.67 (57,003.93) 205.90
- diluted 27,280.09 (56,908.96) 205.58

Notes:
1. In millions of yen and thousands of U.S. dollars except per share data.
2. US. dollar amounts have been translated at the rate of JPY 132.7=USS1, the spot rate of Federal Reserve Bank in the US.

on March 31, 2002.

2Q /FY02 in Review

Highlights of the Company’s operating results and activities during 2Q/FYO02 are as follows:

Posted positive net income for the second consecutive quarter

Postedpositive cash flows for the second consecutive quarter

Began Virus Check Serviceand partnership with Network Associates Co., Ltd.
Appointed Amane Horiuchi as CEQ

Removed Intranets K.K. as a consolidated subsidiary of the Company

under Japan GAAP

Posted positive net income for the second consecutive quarter
The Company achieved quarterly net income of JPY280 million i 2Q/FY02 mainly due to the positive




effects of its “Business Revival Plan” commenced July 25, 2001. The Company posted quarterly net

income of JPY 572 million in 1Q/FY 02 for the first time since its IPO. Continued effective cost control
and resource management have helped the Company to achieve net income again in 2Q/FY(2.

Posted positive cash flow for the second consecutive quarter

The Company generated positive cash flows in 2Q/FY02: JPY453 million (net cash provided by operating
activities), JPY 133 million (net cash provided by investing activities), JPY1.72 million (net cash used
m/provided by financing activities), and JPY 387 million (net increase in cash and cash equivalent).

Began Virus Check Service and partnership with Network Associates Co., Ltd

In January 2002, the Company began to offer Network Associates Inc’s (*NAI™) “Virus Check’
applications to the Company’s clients as an optional service as announced in the Company's press release
of February 4, 2002. On March 4, 2002 the Company formalized the terms of its agreement with Network
Associates Co., Ltd. (“NAC”), a Japanese subsidiary of NAI, to provide the following services:

Service Name Pricing
“Virus Check One” JPY 350 per account plus JPY 5,000 startup fee
“Virus Check 507 JPY 11,000 per 50 accounts plus 10,000 startup fee

Based on information received from clients via its call center, the Company discovered a large number of
its clients had been affected by computer viruses and required virus protection services. In January 2002,
the Company responded to this perceived need by offering limited virus protection services to its clients
while it further researched issues such as network load and compatibility with its DESKWING service.
The Company formally began to offer the service in March 2002. The Company believes that the service
helps to maintain the safety of its clients’ internet traffic, lower clients’ costs of procuring virus protection
services and enhance the network security of its SME clients.

Appointment of Amane Horiuchi as CEO

On April 1, 2002, the Company’s board of directors appointed Mr. Amane Horiuchi as its new President
and Representative Director, effective on April 1 2002. Under its former President and Representative
Director, Mr. Shenqiu Liu, the Company had been implementing its restructuring pursuant to the
“Business Revival Plari’ announced in July 2001. The Company hopes that Mr. Horiuchis extensive
experience in computer system consulting will help it to develop new products and services, with the aim
of moderating cancellations and increasing subscribers and profitability.

Removed Intranets K.K. (“IKK”) as a consolidated subsidiary of the Company under Japan
GAAP

On December 15, 2000, the Company made a JPY 600 million strategic equity investment {representing
47.1% of IKK s outstanding shares) in IKK and formed an alliance with IKK to provide it with the
Company’s paid e-mail and web-hosting services on an original equipment manufacturer basis with the
intent of expanding its customer base by marketing to IKK’s customers. After reviewing its overall group
company strategy as outlined in its business revival plan of June 2001, the Company determined that in its
current form, the alliance did not produce the positive synergistic value it had originally expected. As a
result, the Company unde rtook steps to reduce its influence in IKK. As a result, IKK was no longer
included as a consolidated subsidiary in the Company’s consolidated financial results under Accounting
Principles Generally Accepted in Japan (Japan GAAP) as of December 31, 2001. We currently own 22.8%
of the outstanding shares of IKK after the completion in March 2002 of a share buyback and subsequent
retirement of shares repurchased by IKX in connection with a capital reduction of TKK.



2Q /FY02 Financial Results .

Revenues

In 2Q/FY02, total revenues were JPY 735 million, down 56.4% from JPY1,684 million in 2Q/FYO01 and 28.7%
from JPY 1,031 million in 1Q/FYO02. The decrease in total revenues from 1Q/FY02 was attributable to a
decline in the number of subscribers.

{
U

Costs of Revenues

Total cost of revenues decreased 80.4% to JPY164 million in 2Q/FYQ2 from JPY 837 million in 2Q/FY0!, and
decreased 7.9% from JPY178 million in 1Q/FY02. The decrease in cost of revenues from IQFY02 s
attributable to the decline in the number of subscribers.

Gross Profit

The Company recorded a gross profit of JPY572 million in 2Q/FY02, a 32.5% decrease from JPY847 million
in 2Q/FY01 and a 32.9% decrease from JPY 853 million in 1Q/FY02. Gross profit margin for 2Q/FY(2 was
77.8%, compared with 50.3% in 2Q/FYD! and 82.7 % in 1Q/FY02. The decrease in gross margin from
1Q/FY02 reflects the lower revenues due to declining subscribers.

Operating Expenses
Total operating expenses increased 64.2% to JPY336 million in 2Q/FY01 from JPY 939 million in 2Q/FY01,
and increased 20.4% from JPY 279 million in 1Q/FY02.

Selling, general and administrative expenses (SG&A) decreased to JPY256 million in 2Q/FY02, down 56.2%
from JPY 584 million in 2Q/FY0! and up 45.5% fromJPY 176 million in 1Q/FY02.

Research and development (R&D) were JPY 14 million in 2Q/FY02, down 96.0% from JPY 353 million in
2Q/FY02, and down 22.2% from JPY 18 million in LQ/FY02.

Income from Operations

The Company recorded income from operations of JPY235 million in 2Q/FY02 due to effective cost control
and resource management. This figure compares with a loss from operation of JPY 91 million in 2Q/FY01
and income from operations of JPY 574 million in 1Q/FY02,

Gain on Sale of Investment

As result of the completion in March 2002 of a share buyback and subsequent retirement of shares repurchased
by IKK in connection with a capital reduction of IKK, the Company gained JPY33 million. The Company
currently own 22.8% of the outstanding shares of IKK

Net Income
The Company recorded net income of JPY280 million in 2Q/FY02. This figure compares with net loss of
JPY 580 million in 2Q/FYO01 and net income of JPY572 million in 1Q/FY02.

Status of DESKWING Subscribers

During 2Q 2002, the Company acquired a total of 196 new DESKWING subscribers, down 19.6% from
235 in 1Q FY02. Cancellations decreased mainly because intensified cancellations due to the termination
of the discount campaign offering 50% discount for qualified customers were moderated, and because the
Company has been enhancing its customer support. Cancellations during 2Q/FY02 were 4,908, down
36.7% from 7,759 in 1Q/FY02.




Table 1: Changes in Number of DESKWING Subscribers

20FY02 | 1IQFY02 | 4QFY0l | 3QFY0l | 20 FY0!
New 196 235 597 865 321
Cancelled 4,908 7,759 4,651 6,648 9,691
Month-End 19,021 23,733 31,257 35,310 41,093
Balance

Business Qutlook

The Market

The Company’s primary target customers are small and medium-sized enterprises (“SMEs"). The
Company believes that there is a strong potential for future growth in demand by SMEs for the
Company’s services. According to White Paper on Small and Medium Enterprises in Japan (published in
2001), there are approximately 4.83 million SMEs in Japar, but approximately only 450,000 (9%) have
registered domains (JNIC March 2002).

Overview

Since completing its restructuring in September 2001, the Company has continued a focus on cost controls,
resource management and customer support. In order to increase revenues fromits subscribers, moderate
cancellations andaftract new customers, the Company plans to offer a variety of high-quality products and
services at reasonable prices. Partnerships may be used to help control costs associated with developing new
products and services and to benefit from branding. Third party marketing arrangements may be used to help free
up resources to be used to develop new products and services,

An example is the Company's partnership with Network Associates Co. Ltd. ("NAC"), the Japanese
subsidiary of Network Associates, Inc ("NAI")., is the world’s largest provider of virus protection
applications, and NAC provides total network security and management solutions to Japanese users. The
center of NAI’s emergency virus response system is McAfee AVERT (Anti-Virus Emergency Response
Team), the world’s largest computer virus research institute. AVERT is capable of rapidly and accurately
issuing alerts regarding dangerous viruses and DAT files. NAT's business unit, McAfee, is the world's
most widely used virus detection application and has been highly appraised by expert virus research
bodies. The arrangement between the Company and NAC has allowed the Company’s users to use the
Web Shield e500 Appliance, McAfee’s gateway virus appliance. The Web Shield €500 Appliance offered
by NAC has been modeled on award-winning software and high-performance hardware.

The Company also aims to develop effective marketing channels by working with third parties. The
Company realizes that if it expands the size of its sales force in order to increase net subscribers, its
profits may be affected due to high costs associated with maintaining a large sales force. Using third party
marketing structures may enable the Company to allocate its resources to develop new products and
services. Moreover, the Company’s direct sales force focuses on moderating cancellations and
re-approaching customers who used to be its subscribers. In the future, the Company may consider
alliance, acquisition, or merger with other companies in order to improve profitability.

By implementing the strategies above, the Company aims to increase revenue and profitability stably so that
the Company will be able to meet its corporate principle of maximizing shareholder value.

Company Information

The Company was incorporated in Japan on Oct‘ober 16, 1995 for the purpose of engaging in business related



to information technology. The Company’s main operation is to provide email hosting services (service-mark
“DESKWING”) to small and medium-sized enterprises. DESKWING hosting service provides customers with
¢-mail addresses with their own domain extensions.

Corporate Headquarters:

Crayfish Co,, Ltd.
6F., WICS Bldg. 2-2-1 Ikebukuro Toshima-ku, Tokyo 171-0014 Japan
Tel: +81-3-5957-0644

Forward-leoking Statements i

This release contains forward-looking statements based upon the Company’s current expectations, assumptions,
estimates and projections about the Company’s business and industry in light of the information currently
available to it To the extent that statements in this release do not relate strictly to historical or current facts,
they may constitute forward-looking statements. These statements discuss future expectations, identify
strategies, discuss market trends, contain projections of results of operations or of our financial condition, or
state other forward-looking information. The Company’s actual actions or results may differ materially from
those discussed in any forward-looking statement as a resuit of known and unknown risks, uncertainties and
other factors, Important risks and factors that could cause the Company’s actual results to differ materially
from its expectations are generally discussed in the Company’s annual report on form 20-F and other filings
with the U.S. Securities and Exchange Commission and include, without limitation: that the Company may be
unable to retain existing customers and expand the size of its customer base, that it may be unable to develop
an effective marketing channel, and the outcome of securities class action litigation against the Company.

The Company undertakes no obligation to publicly update any forward-looking statement after the date of this
release, but investors are advised to consult any further disclosures by the Company in our subsequent filings
pursuant to the Securities Exchange Act of 1934,

All figures are unaudited and prepared f accordance with accounting principles generally accepted in the
United States for interim financial information.
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CRAYFISH CO., LTD.
STATEMENTS OF CASH FLOWS
(Unaudited)

For the Six Months Ended March 31, 2002 and 2001
(in thousands)

Six Months Ended
March 31, 2002 March 31, 2001
USS (Note3) JPY JPY

Cash flows from operating activities:
Net income (Joss) ) $ 6,419 . 851,849 - (4,765,620)
Adjustments to reconcile net income (loss) to net cash provided by

(used in) operating activities:

Amortization of deferred compensation ) - - 36,021
Depreciation and amortization 375 49,815 476,559
Loss on sale or disposal of property 444 58,948 -
Gain from redemption of investment in an affiliate , net (246) (32,646) -
Gain on sale of investments (75) (9,975) -
Changes in operating assets and liabilities:
Accounts receivable 27 (3,553) (25.382)
Accounts receivable, a related party - - (238.113)
Prepaid expenses and other current assets 2,292 304,178 102,285
Other assets 195 25,768 (483)
Accounts payable (835) (110,745) 289,021
Account payable due to a related party 4 475 47,192
Deferred fnitial contract fee (eR)] (3.015) -
Accrued liabllities 530 70,172 102,295
Net cash provided by (used in) operating activities 9,053 1,201,271 (3.976,225)
Cash flows from investing activities:
Time deposit in bank - - (182)
Deposits 189 25,037 (2,199)
Proceeds from sale of investment 1,531 203,245 -
Proceeds from sale of property and equipment 8 1,050 -
Acguisition of property and equipment 23N (31,385) (435,366)
Acquisition of investment in security 0 [¢4] (795,100)
Net cash pravided by (used in} investing activities 1,491 197,946 (1,232,847
Cash flows from financing activities:
Principal payments on capital leases (1) (68) (988)
Proceeds from issuance of stock options exercised 15 2,000 3,750
Increase in restricted cash [RRK)] (15.000) -
Net cash (used in) provided by financing activities (98) (13,068) 2,762
Net increase (decrease) in cash and cash equivalents 10,446 1,386,149 (5,206,310)
Cash and cash equivalents at beginning of period 108,735 14,429,199 23,017,011

Cash and cash equivalents at end of period $ 119,181 » 15,815,348 . 17,810,701




(Crayflsh CRAYFISH CO. LTD.

Revised Statements of Cash Flows
(Unaudited)
(in thousands)

Three Months Ended
December 31, 2001 December 31, 2000
1SS JPY JPY
(Unaudited) (Unaudited) {Unaudited)

Cash flows from operating activities:
Net income (loss) $ 4,363 . 571,737 - (4,184,807)
Adjustments to reconcile net loss to net cash used

in operating activities:

Amortization of deferred compensation - i 34,344
Depreciation and amortization kX)) 43,508 218,670
Loss and disposal of equipment 452 59,244 -
Allowance for doubtful accounts 6 838 24,926
Galn on sale of investments (76) (9,975) -
Changes in operating assets and liabilities:
Accounts receivable 309 {40,554) (205,098)
Prepaid expenses and other current assets 847 111,066 12,402
Accounts payable (36) (4,742) 172,991
Accrued liabilities 134 17,551 (18,107
Other - -~ 30,123
Net cash provided by (used in) operating activities 5,13 748,673 (3,914,356)
Cash flows from investing activities:
Time deposit in bank (1,526) (200,000) -
Purchase of investments-subsidiary - - {600,600)
Proceeds from sale of investment 330 43,225 -
Proceeds from sale of equipment 4 517 -
Acquisition of property and equipment an 19.973) (208.955)
Deposits 237 31,012 500
Net cash provided by (used in) investing activities (1.032) (135,219) (ROB.435)
Cash flows from financing activities:
Principal payments on capital leases [} 33 (492)
Proceeds from issuance of stock options exercised 2 250 -
Incresse in restricted cash (114) (15.000) -
Net cash provided by (used in) financing activities (112) (14.783) (492)
Net increase (decrease) in cash and cash equivalents 4,569 598,671 (4,723,503)
Cash and cash equivalents at beginning of period 111,639 14,629,199 23,017,011
Cash and cash equivalents at end of period H 116,208 . 15,227,870 - 18,293,508

Supplemental Cash Flows Information:
Cash transactions:
Cash paid for income taxes $ 23 - 2,989 - KB kI
Cash paid for interest 0 6 159

Note: These revised statements of cash flows are prepared to make an correction of statements of cash flows released to the public
dated February 4th, 2002.  In the statements of cash flows released dated February 4th, 2002, Time deposit in bank of
JPY200,000 thousand in the section of investing activities in this statements was presented as Other in the section of
operating activities. As a result of this correction , net cash provided by operating activities is increased by JPY200,000
thousand and net cash provided by investing activities is decreased by JPY200,000 thousand.




NOTES TO THE FINANCIAL STATEMENTS

1. Business Organization and Restructuring

Nature of operations

Crayfish Co., Ltd. (the “Company”) was incorporated in Japan on October 16, 1995, The Company
provides e-mail hosting services (“Deskwing”) to small and medium-sized businesses in Japan. The
Deskwing hosting service provides customers with email addresses with their own domain extensions (see
Risk of business concentration in Note 2).

Discontinued operations and business restructuring

At a June 20, 2001, special shareholders’ meeting, shareholders approved the election of new management
of the Company. This management performed a strategic review of business operations, and on July 25, 2001,
announced a “Business Revival Plan™ {the "Plan™) to restructure the Company. Historically, the Company had
operated as three separate segments for management and financial reporting purposes. In accordance with the
Plan, the Company discontinued its “Other Hosting Services” and “Systerns Development Services” segments,
leaving only its “Deskwing Hosting Services” segment. In addition, the Company terminated several ongoing
research and development projects.

2. Summary of Significant Accounting Policies
Basis of presentation

The Company maintains its records and prepares its financial statements in accordance with generally
accepted accouriting principles in Japan. Certain adjustments and reclassifications, including those relating to
stock compensation expenscs, accounting for leases and accrual of certain expenses, and impairment of
long-lived assets have been incorporated in the accompanying financial statements to conform with accounting
principles generally accepted in the United States of America (‘U.S. GAAP”). These adjustments were not
recorded in the statutory accounts.

Accounts denominated in foreign currencies have been re-measured into Japanese yen, the Company’s
functional currency. Foreign currency gains and losses from re-measurement, which have been insignificant
to date, are included in the statements of operations.

Financial instruments

Cash equivalents are highly liquid investments with original maturities of three months or less as of the
date of purchase. Investments, which consist of time deposits, and money management funds invested in
bonds, are recorded at cost, which approximates market value.

The amounts reported for cash equivalents, receivables and other financial instruments are considered to
approximate fair values based upon comparable market information available at the respective balance sheet
dates and their short-term nature.  Financial instruments that potentially subject the Company to
concentrations of credit risk comprise principally cash, investments and accounts receivable.  The Company
maintains its cash balances at financial institutions and has not experienced any material losses relating to such
instruments. The Company invests its excess cash in accordance with an investment policy which authorizes
the investment of excess cash in money market funds and time deposits. Concentration of credit risk with
respect to accounts receivable is limited due to the large number of customers comprising the Company’s
customer base.

Derivative financial instruments

Derivative financial instruments are occasionally utilized by the Company to manage risk exposure to
movements in foreign exchange rates. The Company enters into forward exchange contracts to obtain forcign
currencies, mainly the U.S. dollar (US$), at specified rates based on expected future cash flows for each
currercy. The Company does not hold derivative financial instruments for trading purposes.




The Company has not entered into any derivative contracts since August 2000 and as of March 31, 2002, the
Company had no outstanding derivative contracts.

Property and equipment

Property and equipment are stated at cost less accumulated depreciation and amortization. Depreciation
and amortization for property and equipment is provided using the straight-line method over the estimated
useful lives of the respective assets, which are generally three years for office equipment, leasehold
improvements and purchased software. Depreciation for capitalized leases is provided using the straight-line
method over the shorter of the estimated useful lives of the respective assets or the remaining lease term,
generally 3 to 7 years. Maintenance and repairs are charged to expense as incurred. Major repairs and
improvements, which extend the lives of the related assets, are capitalized and depreciated at applicable
straight-line rates.

Long-lived assets

Whenever circumstances indicate, the Company assesses the recoverability of long-lived assets by
determining whether the amortization of the asset balance over its remaining life can be recovered through
undiscounted future operating cash flows of the long-lived assets. The amount of impairment, if any, is
measured based on projected discounted future operating cash flow and is recognized as a write-down of the
asset to a net realizable value.

Risks and uncertainties

Risk of business concentration:

As mentioned in ‘“Nature of Operations” in Note 1, the Company previously had three main revenue
generating businesses: The Deskwing hosting service, Other Hosting services, and System Development
services.

Currently, the Company concentrates its resources on Deskwing and its related services and the
Company’s business is concentrated in the Deskwing hosting service.

Risk of cash concentration:

At March 31, 2002, the Company maintained ¥16,015 million in deposits with banks, which represented
97.5% of total assets of the Company, and included a¥200 million time deposit. The Deposit Insurance
Corporation of Japan, a government agent, guarantees up to ¥10 million and related unpaid interest, for time
deposits starting from April 2002 and for savings and checking starting from April, 2003. Amounts in excess of
this guaranteed amount are not insured or guaranteed.

Revenue recognition

Deskwing hosting service:

The Deskwing hosting service is provided based on one-year contractual rates per customer domain name
for the first-time customer. At the end of the first year, the contract is automatically extended, but can be
canceled by the customer anytime with a two-month advance notice. The first month subscription fee is
collected together with the second month fee at the beginning of the second month and, thereafter, the monthly
fee is collected at the beginning of each month. Revenues are recognized on a monthly basis over the contract
period for each customer domain name covered by a valid contract, beginning when the initial subscription fee

is collected. Cancellation fees are recognized when received, provided all obligations under the contract have
been fuifilled.

The Company receives initial contract fees related to the Deskwing hosting services from its first-time
customers, which are deferred as received and recognized over an estimated service term of 18 months.

Stock-based compensation

As permitted by SFAS No. 123 “Accounting for Stock-based Compensation”, the Company has elected to




account for its stock-based compensation arrangements in accordance with Accounting Principles Board
Opinion (“APB’) No. 25, “Accounting for Stock Issued to Employees”. Under this method, the excess, if any,
of the quoted market price of the stock at the grant date of the award or other measurement date over the stated
exercise price of the award is recognized as deferred stock-based compensation cost which is amortized over
the vesting period of the award.

Income taxes

The Company accounts for income taxes under the asset and liability method, which requires the recognition of
deferred tax assets and liabilities for the expected future tax consequences of temporary differences between the
carrying amounts and tax basis of the underlying assets and liabilities as well as operating loss and tax credit
carry-forwards. A valuation allowance is recognized if it is anticipated that some or all of a deferred tax asset
may not be realized.

Advertising and promotional cests
The Company expenses advertising and promotional costs as they are incurred.
Computation of earnings per share

Basic camings (net loss) per share is computed by dividing net income (net loss) available to common
shareholders by the weighted average number of common shares outstanding for the period. Diluted earnings
per share is calculated by using the weighted average of common shares outstanding adjusted to included the
potentially dilutive effect of the outstanding stock options and warrants. When the Company incurs net loss,

the options and warrants are not included in the computation of diluted net loss, as such options and warrants
were antidilutive.

Comprehensive income

The Company accounts for comprehensive income in accordance with SFAS No. 130 “Reporting
Comprehensive Income”. SFAS No. 130 established standards for the reporting and presentation of
comprehensive income and its components (other comprehensive income) in the financial statements. The
Company has had no amounts categorized as other comprehensive income since the Company has been
incorporated.

Use of estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.

Reclassifications

Certain reclassifications have been made to conform to the presentation of the second quarter ended March
31, 2002 and to present the information of segments discontinued during the forth quarter in the year ended
September 30, 2001. These reclassifications have no effects on previously reported net loss and shareholders’

equity.
3. U.S. Dollar Amounts

U.S. dollar amounts presented in the accompanying financial statements are included solely for the
convenience of the reader, using the spot rate of the Federal Reserve Bank in the U.S. at March 31, 2002, which
was ¥132.7 to US.$1.00. The convenience translations should not be construed as representations that the
Japanese yen amounts have been, could have been, or could in the future be, converted into U.S. dollars at this
or any other rate of exchange.

4. The Elimination of Accumulated Deficits

At the regular shareholders’ meeting held on December 20, 2001, shareholders approved, pursuant to the



Code, elimination of the accurmulated deficit of ¥12,071,755 thousand ($101,248 thousand) as of September 30,
2001, as recorded in the stattory book of accounts, using ¥12,071,575 thousand ($101,246 thousand) of
additional paid-in capital and ¥180 thousand ($2 thousand) of legal reserves. As a result, the entire deficit as
of October 1, 2001 recorded in the statutory book was eliminated.

However, different accounting policies applied to the preparation of financial statements based on U.S.
GAAP and Japan GAAP, mainly an accounting treatment for stock issuance cost, which is expensed as incurred
under Japan GAAP and is deducted from additional paid-in capital under U.S. GAAP. As of September 30,
2001, the Company suffered accumulated deficit of¥11,487,119 thousand under U.S. GAAP and after the entire
deficit of ¥12,071,755 thousand recorded in the statutory book was eliminated, retained eamnings of ¥584,636
thousand has been recognized under U.S. GAAP.
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